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Dynamics of high growth enterprises — “gazelles”— in Czech Republic
Abstract

This article researches existence of young, high growth estesptgazelles”, in the context of high growth enterprises in
Czech Republic. For this purpose the authors have analyzed dynamics of growth of enterprise subjects referred to as
“gazelles” in a population of high growth enterprises aherterprise subjects in a given economy. Two following
criteria were taken into consideratidnrnover and employment growth. Research of relevant data respects the sector
criterion and monitors a 6-year growth period. It is stétedl young, high growth enterprise “gazelles” — in Czech

Republic and in other compared countries are representedtésprises which, even during the crisis period, by their
development generate increase invngorking positions as well as increase in annual turnover. They make up an
important part of enterprises of all compared countries,tlagyl contribute significantlyfo competitiveness of given
economies. During the observed period the prevalence of gazelles was higher in the service sector in all compared
countries, and there is an obvious transfer of gazelle enterprises from the manufacturing sector to the service sector.

Keywords: gazelles, high growth enterprises, dynamic growth.
JEL Classification: L25, M13, M16.

Introduction and employment) in CZ, and subsequently compares

. sition and progress of gazelles according to
In the free market economy based on a principle gE prog g g

competitiveness and free price formation, the sm
and medium-sized enterprises fulfill an importan
economic function. These enterprises are mo
flexible when it comes to adapting to the marke
changes; they constantly produce and innovate eb@
order to survive in the strong competition battl

ployment criterion within selected countries.
rther on, it identifies differences of their growth in
iven economies in correlation to the crisis period
urse. Several methods were used to reach the
pointed goal. During the adaptation of starting-
int theoretical-methodological basis we have used
L . a method of content analysis of secondary knowledge
They pla_y a S|gn|f|cant role in _total employment ources in domestic and foreign literature.
they fu!f||| ar; |mport<_ar:t .t"fk N éhehcourds_e OI Comparison method and quantitative methods are
ggrr:ﬁirgﬂfen ?o p?:]?amlaunjeom;’lo anr;entt e?le du'(rfigtn%over_ed _by statistical research based on se_cond_ary
Important elements of small )t:md medium-size uantitative data. We have . sgd these fo identify
. . ; ~dynamics of performance indicators of gazelle
enterprises are high growth erlterpnses:; Young, h'? presentation in HGE in CZ and to compare given
g.rOWt.h enterprises (_:all_ed gazelles “are thf"' U market and CZ. Main sources of statistical data
S'gn'f'C?‘”t. part. Crlter_lon O.f the gazelle_ that we have used for this purpose were statistical
determination is the function period of the enterprisg, . »qes of Eurostat and OECD. Source data from
Sjaetetrﬁz:?gd t(];rggla gsaxi;SJ?nbg?%mir:r)s which 'She Eurostat and the OECD, are the latest in 2014
y ' (published data for 2011). In order to provide a
1. Methodology comprendious representation of comparative analysis
The goal of submitted article is to identify function o \ljg;\ljltsw \::v(?mpt]IZ}L/eGd t?ypfallll:)elgs.rlgstgsgterﬁgzir?;agz:ilr?:é

gazelles an_d dynamics of th(_eir d(_evelopment in thf?‘mwledge we are forming a complex data base for
context of high growth enterprises in Czech ReF)Ublt?eduction of competitiveness of given sector of

gur_ther_or!f_as CZ). econorlny, as tWG.}” at?] to p.rOV%nterprise subjects in CZ and consequently in
eir significance in employment in the given . ted EU countries.

economy. Article gives a detailed growth an

dynamics analysis of young, high growth enterpris€s Literature review

gazelles in CZ in the context of high growth_. . .
enterprises (further on as “HGE”). Article providei{'ﬁnce the decade of the 30s, a wide range of literature
evaluation of competitiveness of relevant subjecft@S been developed about the phenomenon of

from a viewpoint of performance indicators (turnoveﬁgg;ﬁ:ggegrg‘r"ggtésrfgg'O%?ﬁ:)hgvneei%%?o;ﬁterf{nﬁgs

© Monika Kroglakova Viera Kubkové. Luiza Jurkodova. Natal first mentioned by economist David Birch in his
Kubiniy, 2015, e PUROVR, Fujea SUroroud, TEEVE - publication The Job Generation Process (1979). He
Grant project of the Ministry of Education, Science, Research and Sp@taborated this theory into the following quote:
of the Slovak Republic VEGA 1/0205/14 “Perspectives of existence &i§mg|| percentage of firms generates most of the new
dynamic service enterprises in the Slovak Republic in the context of " - .
applying the principles of the initiative “Innovation in the Union” employment” (Birch, 1992). In 1994, however, Birch

Project period: 2014-2016. revised his thesis, isolating job-creating companies he
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called “gazelles”, characterized less by size thgBarnard, P. et al., 1998). According to Stone and
rapid expansion. Birch defined the species dadawy (2011) a combination of a start-up business
enterprises whose sales doubled every four yeaafid a gazelle is possible, since the company filling a
According to his estimates, these firms, roughly 4%ap on the market through their innovations has an
of all U.S. companies were responsible for 70% of atihormous predisposition for further growth.

new jobs (Z.umbrun, 2009). Th_e term “gazelle From an aspect of activity of these companies in
used to nominate those companies that are capabl?

experience a high rate of growth in a very short ti n%awidual economy sectors (Autio et al., 2000,
(Birch et al., 1997; Moreno, Casillas, 2007, 2010} S""ekson and Johansson, 2008) “gazelles’ do not

Some authors suggest characteristics of gazelle firma. natural terrltory._We can find them in any
according the followings criteria: these are éonomy sector or region. F?arke( et aj. (2010) point
companies that experience a stroné growth in th é)ut that for(_elgn authors d(-;allng with this f[heme have

dlfferent opinions on function of young, high growth

size, and simultaneously this strong growth happen . . . .
; : . Nterprises in economy sectors. Birch and his
:ga?kr\::r?: gth (;:t pl%ré%c)i ?Afc?:?r%igSt?cr)e}E/a’arllfhg:rﬁ i?lgiolleagues (1997) found out that growing companies
(1996) Henrek’son and Johanss%n (2008, 2010) dre not necessarily found only in growing sectors.

y . . ey do not seem to be overrepresented in high-tech
Mote (2012), gazelle companies are very important

i . ) . dustries, but there is some evidence that they are

and interesting for business and society, because t%%rrepresente d in servicésenrekson and Johan-

%eegretagt grfeo ?t neucrgr?g:nigf cglrln neet\i,:ivf nbess’sthegn dag%on, 2008; 2010). Overall, though, close to 30% of
P P all gazelles are in wholesadad retail trade (Birch et

development (Mitusch, Schimke, 2011), and thegl, 1997).Koehler and Moller (1998), on the other

o omonase sommomy oo ot So14ind, site i thelt_anaysis thal for example
y P y Y N anufacturing and wholesale were among the slower

A.CC‘.’FO"”Q to Fr_ederic_k’s research (2.004) they p_Iay owing sectors during the observed period, yet they
significant role in regional restructuring and region roduced the largest proportion of high’ growth

dynamism. enterprises, and service sector was one of the fastest
“Gazelles” create a significant source of economigrowing industry sectors, yet produced the fewest
growth and prosperity, their antipoles arehigh growth enterprises. According to Finish study
“elephants” (like Wal-Mart) (Zumbrun, 2009).(Autio et al., 2000) the highest representation of
Elephants are gigantic companies with thousandazelles is in the industry sector, followed by a
employees; however, these companies do not cresignificant representation in sector of motor vehicles
any significant number of new jobs (Autiu et al.manufacturing. More detailed analysis carried out in
2000). Opposites are “mice” (corner barbershops)the USA (Birch et al., 1997) found that only two of
businesses with slow growth, or stagnant smathe top twenty national gazelle growth sectors were in
enterprises (Birch, 1987; St-Jean et al., 2008). “high-tech” industries (electronics and instruments)

Gazelles bring new products on the market, and thepd concluded that most gazelles were located in
search for new markets. They focus on productiG¥€rage or slow growing industrial sectors such as
effectiveness and company processes, while usifitles, paper products, heavy construction, and
information technology ah employing experienced Stne, clay and glass products.

workers (Barnard et al., 1998). Mostly we are talking. Definitions

about companies that are pioneers in structur

changes in their field. Moreover, they have a fullﬁ
developed company culture, based mostly @
innovations and search for new opportunities

is paper investigates the growth and employment
CZ and selected countries’ thresholds used by the
ECD and Eurostat in developing definitions for

igh growth enterprises and gazelles for the

succeed on the market, or for growth within the .
market share. This means that they are oriented mai ;t(ijssttiits'OECD Manual on Business Demography

on knowledge economy, science and research (OECD,
2013). They implement mainly new ideas anduthors Petersen and Ahmad (2007) recommend
innovations into their processes — we can assume tHefining high growth enterprises as all enterprises
these enterprises could be the biggest innovators on With average annualized growth greater than 20% per
market (Stone and Badawy, 2011). So called “gazellehnum, over a three year period. According to

has its own critical size ensured by its turnover, whidhuropean Commission definition (2007) growth can

presents several million EUR (Autiu et al., 2000)e measured by the number of employees or by
Successful “gazelles”, according to Canadiaturnover. Gazelles form a subset of the group of high
publication: Elusive Gazelles — Finding Them angdrowth enterprises, they are high growth enterprises
Helping Them Grow, have significant experience withorn five years or less before the end of the three-
foreign trade and they have experienced managemgaar observation period (OECD, 2012). The rate of
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high growth enterprises amdte of gazelles measure,¢ employment increase;
respectively, the number of high growth enterprises turnover increase.

and the number of gazelle enterprises as a percentge 11 pased on the number of employees growth
of the population of enterprises with ten or mor ’

. .Sriterion, gazelle companies accounted for a small
employees (OECD, 2011). To avoid the small si are of total companies with 10 or more employees

class bias that such definitions inevitably contain, tr@%% (measured in employment) corresponding

definitions include the further qualification statingho ever, to 3.48% (measured in turnover) of total
that enterprises should have at least 10 employee paniés with 10 or more employees in CZ. In the
the start of any observation period and this thresh ar of 2011, representation of HGE in .Czech

applies to both the employment and turnover bas onomy, based on employment criterion, was 3.48%
measuresRetersen and Ahmad, 2007). and sha)r/e of young HGE “g]/azelles” was 0.66%. If we
3.1. Dynamics of growth of HGE and gazellesin evaluate this state based on the turnover criterion, the
Czech Republic. Key indicator of HGE and representation share of HGE is 8.16% and the share
gazelles’ position in economy is their share iof young high growth enterprises gazelles is 1.02%,
number of small and medium-sized enterprises (witherefore based on this criterion subjected enterprises
more than 10 employees). Two following evaluationeach double values in comparison with the
criteria are respected: employment criterion.

Table 1. Number and share of HGC and Gazelles in the population of active enterprises measured
in employment and turnover in CZ 2008-2011

Number of high growth eEnterprises Gazelles
Measured in employment Measured in turnover Measured in employment Measured in turnover
N % N % N % N %
2011 1507 348% | 3539 8.16% | 285 0.66% 1 442 1.02% 1
2010 1548 351% | 3415 7.75% | 293 0.66% 1 473 1.07% 1
2009 1865 4.15% | 4037 8.99% | 305 0.68% 1 480 1.07% 1
2008 2138 4.62% 5375 11.62% 291 0.63% 444 0.96%

Note: own processing according to Eurostat, 2014.

Based on both evaluation criteria, representation tifen such companies are able to generate higher
gazelles was increasing in spite of a decrease aitcome without employing new workers. To prove
HGE during the observation period. Given the sangynamics of gazelles’ growth in CZ we have created
conditions and measurement, the turnover criterian chart, based on data from Eurostat database
reaches double values as compared to evaluation(®014), where there are presented value indicators
both types of HGE based on number of enterprisé@ HGE (in number of enterprises based on
measured by employment. It could be caused byemployment and turnover criteria) and share
fact that if HGE and gazelles function in areamdicators for gazelles. This way we have
where there is high value added per one employemcumented representation of gazelles in HGE.

6000 - r 30%
. HGE (Number

of employees
5000 - 25%

criterion)
4 000 - L 0% HGE (tumaover
rrReR—1. 1891% criterion)
35%
3000 - 15%
12 49% === of Gazellesin
2000 - 10% HGE (Number

of employees

criterion)
1000 M 5% e of Gazellesin
a15 53g HGE {turmover

o - . . . 0% criterion)

2008 2008 2010 2011

Note: own processing according to Eurostat, 2014.
Fig. 1. Number of high growth enterprises and share of Gazellesin HGE (2008-2011), Czech Republic
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The number of young, high growth enterprisegrowth decreased in the HGE group (Figure 2).
(gazelles) has also increased over the given periddpwever, gazelles as a subgroup of HGE document
yet their share on the total HGE has increased #ostabile position, mainly in the service sector. In
18.91% in 2011, 5.3 p.p. higher than in the initia2011 gazelles and also HGE are more represented in
year 2008 on the employment basis. The number thie services than in the manufacturing — that is a
high growth enterprises decreased significantiyotable change in comparison with the initial year of
between 2008 and 2011, in line with the slowin@006, when these enterprises reached higher values
down of economic activity during the crisis. Whenn manufacturing. This fact could be caused by
the criterion used was turnover growth, théransfer of economy focus from manufacturing to
importance of high growth enterprises has decreassetvices and to knowledge economy as well.
between 2008 and 2011, however, gazelles’ shddecrease in level of dynamics of work positions’
until 2010 has increased by 4.2%, followed by growth can be caused by the crisis and optimization
mild interannual decrease in 2011, when subjectedfort and effort for increasing the jobs’
enterprises could not keep up marked acceleratieffectiveness. This causes employer pressure on the
from 2010 but still were achieving more significanincreased value added generation per one employee.
position in HGE group than in 2008. It is obviou
that during the crisis period of 2008-2009 HG
noted decrease within number of enterprise subjec
However, share of gazelles in HGE interannuallxr
accelerates and gazelles are achieving mo
significant position in this group year-over-year.

mployment increase development in HGE and
azelles in CZ oscillated around average in
jserved economy sectors and after overcoming
isis in 2009 both segments, HGE and gazelles,
oved from manufacturing into the service sector.
In services gazelles annually gain shares higher than
According to representation of gazelles in individuadverage for observation period, and these shares are
economy sectors (manufacturing and services) it dso higher in comparison with the period before
clear that monitored parameter of employmemirisis.

B HGE DGazelles

5.5

& 51 £ 87
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4
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2 -
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g g | 2| g | E| 8| | 8| B| 8| B|®B
st 5| gl 8|z | 5| 5| §5/|°¢:
m v m " g L i 1 i o i L
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Note: own processing according to OECD, 2011, OECD, 2012, OECD, 2013 and OECD, 2014.
Fig. 2. Share of HGE and Gazellesin Czech Republic by industry, 2007-2011 (employment definition)

From the viewpoint of gazelles in CZ, measured ihefore-crisis period. In the gazelles’ group, on the
turnover, this range moves from 13.9% in HGBther hand, observed values increased as compared
manufacturing, based on data from 2006, with @ the initial year and that happened even in spite of
dropping tendency with the lowest values ithe crisis. Once more we have recorded transfer of
manufacturing in 2011. Observed values note gazelles from manufacturing to services, in
significant drop in HGE shares in both economsgimilarity with findings based on the employment
sectors; during the observed period these values didrease criterion. Detailed results are provided in
neither reach average values nor average from ttie following chart.
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BHGE DGazelles
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Note: own processing according to OECD, 2011, OECD, 2012 and OECD, 2013.
Fig. 3. Share of HGE and Gazellesin Czech Republic by industry, 2006-2010 (turnover definition)

Prevalence of high growth companies in CZ in theepresentation according to employment and
service sector (measured based on employment dachover criteria in international context of selected
turnover criteria) was higher than in thecountries.

manufacturing. Comparison of our findings Witr‘Wi,[hin countries whose complete data by OECD
claims of several authors (stated in the Reference\)/%s available and which fulfilled given criteria
points out a specif_ic definition. This definition isthe central thresholds of 10 employees and 26%
related to the following facts: per annum, the growth dynamics was in the
¢ authors used older statistical data presentirfigllowing rates: between 0.53%-6.04% for high
representation of gazelles per economy sectagsowth enterprises on the employment basis, and

(before 2008); between 0.36% and 0.66% for gazelles. Only for
¢ strengthening of services economy; countries where information was available,
¢ particularity of Czech Republic. gazelles corresponded to less than 0.5% of the

, ... total enterprises with 10 or more employees in
Current observations demonstrate a more &gmﬁc%ll based on the employment criterion

representation of gazelles in services, and accordiﬁ%untries such as Portugal, Spain and Italy have
to these facts we can predict a continuing trend Péached above-average values (over 2.27%) in the
gazelles’ transfer into the service sector also in ﬂ%‘ﬁare representation of HGE in all enterprises

future. with more than 10 employees in the year of 2011;
3.2. International comparison. Gazelles and HGE the highest share, however, was recorded by
are increasingly recognized by policy-makersCzech Republic (3.5%).

With the increasing recognition of high growt
companies as drivers of economic and regiong

development, European Commission has launché .
increase, these values reach approximately double

many policies and initiatives to support eXiStin%hares as compared with values reached by high
high growth enterprises as well as to enhance the'rrowth companies with 10 and more emplovees
emergence. Policies that are designed in a SM P ploy

friendly issue might be especially applied fof ased on the employee increase. HGE generate a
0 :
gazelles (Mitusch and Schimke, 2011). span of 0.84% from the lowest values recorded in

Italy, to CZ with 8.16% share in all enterprises. If
Based on observations of foreign authors referred we evaluate gazelles’ share in all enterprises, double
in the introduction of this article, and based on owralues are reached again in comparison with values
observation of importance of HGE and gazelles ireached by using generated employee increase
CZ, we have decided to record HGE and gazellestiterion.

hen comparing representation of HGE and
azelles based on the criterion of generated turnover
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Fig. 4. Share of HGE and Gazellesin the total companies with 10 or more employeesin 2011 in selected countries, measured
in employment and turnover

Documentation of dynamics of gazelles’ positiomverage and it showed a mild annual increase,
in economy of selected countries required use amdich proves growth of dynamics of these
processing of data from Enterpeneurship at Galag®elicators in observed economies. All countries
annual publications 2011-2014, which preserdscillate around average values of gazelles’
representation of HGE and gazelles in enterprisepresentation in HGE in observed countries
population  (employment criterion, becauséranging from 14% in 2008 to around 20% in
turnover criterion data were not available)2010) excluding Luxembourg, where the share of
Representation of gazelles in HGE is 15% ogazelles in HGE is higher than 25%.

30%

25%

20%

15%

10%

5%

0% T T T 1
2008 2009 2010 2011

—#e=Czech Repuklic —@=—Italy —@—Luxembkourg =—k—Portugal Slovenia =—=—Avg. (?)

Note: own processing according to OECD, 2011, OECD, 2012, OECD, 2013 and OECD, 2014.

Fig. 5. Dynamics of Gazellesratein HGE (number of employees criterion), selected countries, 2008-2011
One can state that dynamics of gazelles’ increasegazelles. Higher dynamics of new jobs in gazelles’
obvious in all countries that we have analyzed. lentrepreneurship segment@x, during the observed

comparison with other countries, Luxembourg and Ceriod of time, was sufficient for CZ to reach a
have experienced the most prominent increase aimparable level with other countries, which is shown
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Other

While observing sectogazelles show above-average values of their share in
representation of HGE and gazelles in chosatl enterprises with 10 or more employees in the

countries based on employment criterion, we can stagrvice sector. compared countries have

that Czech high growth enterprises and a subgroupretorded relevant values as well (Fig. 6).

B HGE HGE [Gazelles
B
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Elgls|g|Ely |y =S| ylEly gl gy Ely Ll Elg Ll £yl Ely
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Note:own processing according to OECD, 2011, OECD, 2012, OECD, 2013 and OECD, 2014.
Fig. 6. Share of HGE and Gazellesin selected countries by industry 2008 and 2011 (employment definition)

The number of high growth companies decreasetiterion, when it comes to a percentual share in
significantly between 2008 and 2011, in line wittHGE, gazelles reach more notable values in increase
the slowing down of economic activity. In spite ofin number of enterprises based on the criterion of
the decrease in the HGE group, generally gazellagenerated employee increase.

share in all enterprises with 10 or more employe%?/en though the growth of HGE was influenced
gggSeriasﬁd .?]S C‘r’”."pared ttor :E.e !zlt'ral year 8uring the observed period by the crisis and the
- Actually In Service sector this INCrease Waa oqqion and it was dropping in CZ and other

ch)gnrlfe:rythag;r;zclsrl]lesmarr:alg?ecéggpa%i’onwr:a?(rgérieor?cegh ompared countries, the subgrpup of gazelles
mild deérease during the observed period. Also Irgcprded a continual growth during the ob_served
other observed countries gazelles, just Iiké in ngn_od Of 2006-2011. One can say that _durlng the
currently function mostly in the ser\;ice sector risis thls. segment of enterprise subjects was
' reaching higher representation in HGE as well as in
all enterprises. Gazelles behave in an anti-cyclical
. . . way and do not react to rising recession by a drop in
High gr_ovvth companies and.young hllgh grOWﬂFno)rgitored indicators. g y P
companies, gazelles, are quite rare in the most
economies. Gazelles, as an important subgroup \6fhen it comes to the most compared countries, we
HGE, make up only approximately 0.5%-1% of alhave arrived at the same conclusions as regarding
newly established companies with 10 or mor€Z. Less than 1% of enterprises with 10 or more
employees and with a growth higher than 20%. lemployees are gazelles based on both evaluated
CZ gazelles have experienced a significartriteria (turnover and employment). These values
dynamics of growth with a gradual transfer frommore-or-less correspond with values reached in CZ,
manufacturing into service sector. Even thoughnd based on the observation results we can state

gazelles reach higher values based on the turnovieat dynamics of gazelles’ growth is significant in

Conclusion
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all subjected countries, even though it is still th&Ve recommend to individual economies to consider
most outstanding in CZ. It was confirmed thaHGE and gazelles a cardinal subject of political and
during the overcoming of the crisis all observedconomic interest, because mainly gazelles are
countries experienced more notable prevalence \@éwed as potential employers of relevant number of
gazelles’ growth in the service sector than in thieee working forces, and as providers of prosperity
manufacturing. and competitiveness of individual economies.
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